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CERTIFICATE OF CONVENIENCE AND NECES S ITY.
DOCKET no. WS -04245A-07-0363

F O R  N E W

Advances in Aid of Construction

Adminis tra tive  Code

The  Arizona  Adminis tra tive  Code  pre s cribe s  the  me thod for which a dva nce s  in a id of
cons truction ("AIAC") pa yba cks  or re funds  a re  norma lly ma de . The  re funds  a re  typica lly te n
pe rce nt of the  re ve nue  ge ne ra te d by the  ma in e xte ns ion a ssocia te d with the  a dva nce . Se ction
R14-406-D of the  adminis tra tive  code  s ta tes  re funds  made  pursuant to this  rule  sha ll be  made  in
accordance  with the  following me thod:

the  Company sha ll e ach yea r pay to the  pa rty making an advance  unde r a
main extension agreement, or tha t pa rty's  a ss ignees  or othe r successors  in
inte re s t whe re  the  Compa ny ha s  re ce ive d notice  a nd e vide nce  of s uch
a ss ignme nt or succe ss ion, a  minimum a mount e qua l to ten pe rcent of the
tota l gross  a nnua l re ve nue from wa te r s a le s  to e a ch bona  tide  consume r
whose  service  line  is  connected to main lines  covered by the  main extension
agreement, for a  pe riod not le s s  tha n 10 ye a rs ....The  a ggre ga te  re funds
under this  rule  sha ll in no event exceed the  tota l of the  refundable  advances-
in-a id-of-construction. (emphasis  added).

Ca lc u la tion  o f Re funds  fo r Ne w CC&N

RE:

For a new CC&N, the "total gross annual revenue from water sales to each bona fide
consumer whose service line is connected to main lines covered by the main extension
agreement" does not exist. Consequently, the Company calculated AIAC refunds by
multiplying 10 percent by each year's gross line extension revenue amount. Staff reviewed this
methodology and concurred.
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The  pa yba ck of te n pe rce nt is  not ba s e d on tota l re ve nue  colle cte d by the  Compa ny but
by the  re ve nue  ge ne ra te d from tha t ma in e xte ns ion a s  dis cus s e d in the  a dminis tra tive  code . For
the  purpos e s  of ca lcula ting the  re funds , tota l Compa ny re ve nue s  a re not us e d. Ra the r, it is  the
re ve nue s  ge ne ra te d  Horn a  pa rticula r line  e xte ns ion. AIAC is  a  lia bility to  the  Compa ny to  be
pa id  off a t a  minimum of te n  pe rce nt pe r ye a r. The  ide a l re pa yme nt s itua tion  would  a llow the
Compa ny to pa y ba ck te n pe rce nt of the  a dva nce s  e a ch ye a r a s  s hown on S che dule  CRM-W-4

Sta ff has  de te rmined tha t schedule  CRM-W-4, "Advances  Less  Refunds" was  ca lcula ted
in a ccorda nce  with the  a dminis tra tive  code  a nd is  corre ct a s  pre vious ly file d. S ta ff ha s  a dde d
some cla rifica tion. Both the  Company and Sta ff have  used the  amounts  as  if the  Company made
the  minimum ten percent payback each year. To he lp cla rify the  schedule , S ta ff has  changed die
annua l re fund column heading to read "Ten pe rcent Minimum Payback". The  cumula tive  re fund
column heading has  changed to read "Annua l Payback". S ta ff crea ted a  new cumula tive  re fund
column to record the  cumula tive  ba lance  of the  payback of advances from year to year so tha t the
calcula tion of net advances balance  column would be  easier to understand.

A revised schedule  CRM-W-4 has been prepared to reflect these  changes.

EGJ :CRM:tdp

Origina tor: Cha rle s  R. Myhlhousen



REVISED SCHEDULE CRM-W-4

Red Rock Utilities L.L.C. - Vera ro
Docket Number WS-04245A-07-0363
New CC&N

ADVANCES LESS REFUNDS

[A] [B]

Year

[C] [D] E l [G] [H]

Gross
Advances

Cumulative
Advances Percentage

[18]
10%
Minimum
Payback

Annual
Paybaek

Cumulative
Refund

Advances
Balance

$328,722 $328,722

776.847 32.872 32.872 32.872 743.975

1.204.347 44.813 77_685 110.557 093.790

380.523 584.870 42.750 120.435 230.992 353.878

323.438 908.307 38.052 158.487 389.479 518.829

changed headings and columns are in bold


